One of the big changes from the draft to the AVF in the United States has been a significant increase in the experience level of the force. 6 The services use a variety of 
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Simon and Warner, Managing the all-volunteer force p. 21 © www.epsjournal.org.uk -Vol. 2, No. 1 (2007) policy tools to manage and maintain the experience distribution of their forces. As U.S. military forces adjust to changes in size and losses from combat and normal turnover, they attempt to maintain balance with respect to experience. Inexperienced personnel tend to be less costly, but are less productive than experienced personnel. The optimal mix of personnel by experience varies by service and by occupation. Due to its technical nature, the Air Force staffs a more experienced force than the Army and Navy while the Marine Corps, with its emphasis on combat missions, prefers a younger force comprised largely of personnel in their first enlistment. Thus, in 2005 Air Force enlisted personnel averaged 8.6 years of experience, Marine Corps 4.8 years, the Army 6.3 years, and the Navy 6.8 years. 7 
Overview of factors affecting recruiting and retention in the U.S. military
Staffing a volunteer military force of the size and geographic distribution of the U.S. military is a daunting challenge. In a volunteer system, successful recruitment and retention must attract the requisite number and quality of individuals away from competing civilian alternatives. This means offering sufficiently attractive pecuniary returns such as current and deferred monetary compensation and benefits such as health care, and non-pecuniary returns such as working conditions and pride of service. In the case of the U.S. military, direct current compensation includes basic pay, allowances for food and housing, special and incentive (S&I) pays such as enlistment and re-enlistment bonuses, sea pay, and hazardous duty pay. The primary components of deferred compensation are retirement and health care benefits (in the United States, limited to those with 20 or more years of service) and education benefits, which are available for virtually all veterans. 8 To give readers an indication of how well U.S. military personnel are paid, Table  2 Military service, by its nature, is not just another job. The work is arduous in peace and exhausting and dangerous in war. Beyond physical danger, military work is often mentally stressful, both on the military member and the military member's family, particularly when the service member is posted abroad. Encouraging enlistments in such an environment requires not only making potential recruits aware of opportunities in the military but, perhaps more importantly, shaping the attitudes of youth and their parents about the importance and value of military service. To provide information about military career opportunities and shape attitudes about military service, the military services spent $450 million on enlisted advertising in 2005. Over the past five years, the total DoD enlisted recruiting budget, including advertising, recruiter costs, and enlistment incentives such as bonuses and college benefits, has averaged about $2.5 billion per year. 9 The compensation bundle will naturally need to vary as the supply of manpower to the military changes relative to the demand. For example, for any given bundle of compensation and other amenities, recruitment and retention are easier during civilian business cycle downturns. Recruiting and retention become more difficult during cyclical upswings due to the wider availability of civilian jobs and higher civilian wages. The sensitivity of recruitment and retention to the state of the civilian economy has been a constant source of concern to U.S. military manpower planners over the course of the AVF period.
Since the advent of the AVF, the U.S. military has placed great importance on attracting high-quality recruits. Operationally, this means youth who have graduated from high school and score better than average on the Armed Forces Qualification Test (AFQT).
10 Long-term trends and short-term business cycle fluctuations affect the supply of such recruits. Two key long-term trends have been the rising return to a college degree and the decline in military veterans in the U.S. population. The former has increased the fraction of high school graduates who attend college, and hence reduced the supply of high-quality military recruits. The latter form an important component of so-called "influencers." The decline in their numbers -those from World War II formed the largest contingent -has negatively affected recruiting.
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Another long-term trend factor is the changing demographic composition of the U.S. youth population. In particular, Hispanics are the fastest-growing component of the 
U.S. military recruiting, 1995-2005
In the late 1980s, the U.S. military recruited about 280,000 youth per year for the enlisted ranks. Between 1990 and 1994, the U.S. military forces were reduced by about one-third, from about 2.1 to 1.4 million active-duty personnel, and annual recruiting goals declined to about 180,000. High-quality youth, as defined above, form the target population. This section examines the success of U.S. military recruiting in this period.
To interpret recruiting trends, it is necessary to understand the size and characteristics of the recruiting market in the United States. There are about 30.7 million youth, both male and female, in the United States between the ages of 18 and 24, the prime age range for military recruiting. Not all of these youth are eligible to serve in the U.S. military. In fact, only about 26 percent of them meet current entry standards. 12 Reasons for failure to meet minimum entry standards (with their percentages in the youth population in parentheses) include alcohol or drug abuse (17), medical or physical disqualification (39), moral reasons (9), dependents (6) , and a score of less than 15 on the AFQT (3).
The population meeting minimum standards is around 8 million. This population consists of four groups, namely college graduates (2 percent of the youth population), those enrolled in college (11 percent), high-school degree graduates not enrolled in college and who would score 50 or above on the AFQT (3 percent), and high school non-graduates and those who would not score above 50 on the AFQT (10 percent). The "high-quality" market consists of the first three groups of youth meeting minimum entrance standards, about 4.9 million youth, while the "low-quality" market is comprised of those in the fourth group, about 3.1 million.
How well have the military services recruited over the decade 1995-2005? Enlistments of roughly 180,000 per year correspond to about 4 percent of the qualified population of 4.9 million. Figure 1 shows non-prior service high-quality enlistments -high school diploma graduates who score 50 or above on the AFQT -as a fraction of total enlistments for the period 1995-2005. 13 Since roughly 63 percent of recruits over this period were high-quality (about 113,000 per year), high-quality enlistments comprised about 2.3 percent of the high-quality youth population while low-quality enlistments (about 67,000 per year) comprised about 2.2 percent of the low-quality qualified population. High-quality enlistments are about 7.4 percent of the highquality non-college population. However, males account for over 80 percent of enlistments; therefore, DoD must recruit about 12 percent of qualified high-quality, non-college males, compared with just 3 percent of females.
While DoD uses the terms high-quality and low-quality to describe its recruits, it should be borne in mind that all recruits must meet stringent moral, physical, and education standards. Since 1985, over 90 percent of recruits in every year possessed a high school degree, compared with 81 percent in the population of youth aged 18-24. Most recruits who are defined to be low quality possess a high school degree. The military services take very few recruits who neither possess a high-school degree nor score 50 (average) or better on the AFQT.
Figure 1 reveals significant differences in high-quality intake across services as well as differences over time within services. The Air Force has historically attracted more high-quality recruits with fewer recruiting resources than the other services. 14 Percent high-quality in the Air Force over the 1995-2005 period ranged between 70 and 80 percent followed by, for most of the period, the Marine Corps. Prior to 2003, the Army and Navy exhibit similar high-quality percentages by year, and similar fluctuations in this percentage over time.
The Army has experienced significant swings in the number of enlistment contracts signed over the decade. In 1995, 71,000 individuals signed enlistment contracts, of which 44,400 were high-quality. Total enlistments grew for several years, and then fell in the late 1990s before peaking at 92,600 in 2002. Total enlistments contracted to just 68,400 in 2005. In some periods, such as 2000-2002, high and low-quality enlistments moved together. But in periods of recruiting difficulty, such as the late 1990s and 2004-2005, the Army substituted low-quality recruits for high-quality recruits when high-quality recruits became more difficult to attract. Most of the quality substitution over time has come from substituting recruits who possess high-school degrees but do not score above 50 on the AFQT for highschool graduates who score above 50. In fact, over 90 percent of Army recruits Some observers worry that the military recruits are drawn disproportionately from less educated, lower income groups in American society. They mention, in particular, the apparent dearth of college-bound youth in the military. Indeed, youth from states with higher fractions of college-bound youth, more densely populated areas, and youth from higher-income zip codes are somewhat less likely to enlist. Figure 2 provides evidence on propensity to serve and family income for the Army, Navy, and Marine Corps. 16 The figure shows the cumulative percentage of enlistments from each income decile. If youth living in each income decile were equally likely to serve, the cumulative percentages would all lie along the 45-degree line. The cumulative percentages are, in fact, bowed out, indicating that individuals from lower-income zip codes are more likely to enlist. The distribution of recruits was most representative in the Marine Corps, followed by the Navy and Air Force (not shown, but similar to the Navy), and Army. Even in the Army, 40 percent of the recruits are from zip codes in the top half of the income distribution, and 20 percent of recruits are from zip codes in the top 30 percent.
One Combined, these components recruited more than the active Army force. Until very recently, the reserve forces of the various services have almost always met or exceeded their annual recruiting targets. But despite meeting recruiting goals in earlier years, the two Army reserve components recruited only 81,000 personnel in 2004 and 78,000 personnel in 2005, well short of their combined goal. 18 But despite these shortfalls, Army reserve component recruiting rebounded dramatically in 2006, with these two components bringing in 103,000 new personnel. The
Estimating the recruiting effect of Operation Iraqi Freedom
What has been the effect of the ongoing Iraq conflict on recruiting? A complete analysis for all four services is beyond our current scope. However, we have data sufficient to allow us to begin to answer this question for the Army. We estimated models of high-quality enlistment supply using data over the period 1996 through 2005. The data are at the state level at a quarterly frequency. To account for the sizeable differences in population across states, the dependent variable is defined as the (natural log of) the number of high-quality enlistments per youth in a state.
Two explanatory variables capture the effects of the civilian economy: the rate of civilian unemployment and relative military monetary compensation. 20 We measure the intensity of the recruiting effort using information on the size of the recruiter force and recruiting goals assigned to each state at each point in time. Since more experienced recruiters are more productive than less experienced ones, we allow the effects of increases in the size of the recruiter force to have a different magnitude effect than decreases. 21 We measure the effects of the Iraq war using three variables. First, we use an indicator variable that takes a value of one during the Iraq war period and zero otherwise. Secondly, we include the number of deaths in all four services in a given quarter, measured in 100s. Finally, we have included a variable that is intended to measure the attitudes in each state toward the Iraq conflict, which we measure as the percent of the population that voted for George W. Bush in the 2004 election. Although estimation over longer time periods will enhance the precision of the estimated effects of the various explanatory variables, it is only over the shorter time period over which one might expect to see the effects of attitudes regarding the Iraq war.
22 Table 3 reports estimates of the model for two time periods: 1996-2005 and 2004-2005. The estimates for the long time period indicate that each 10 percent increase in pay raises high-quality enlistment by 7 percent. The short-period estimated effect is somewhat larger, but we view it with some caution due to the limited observation period. The long-period estimates suggest that each 10 percent increase in the civilian unemployment rate increases high-quality enlistments by 4.2 percent. (The estimated coefficient on unemployment over the short period is positive, but small in magnitude. This is not surprising in light of the shortness of the period analyzed.) Each 10 percent increase in the size of the recruiter force is estimated to increase high-quality enlistments by 4.8 percent. The estimated effect of a 10 percent decrease in the size of the recruiter force over the long period is somewhat larger at 6.2 percent, and is consistent with the notion that experienced recruiters are more productive. The estimates for the short period tell a qualitatively similar story.
We now turn to the estimated effects of the Iraq war. Focusing on the longer time period, the estimated effect of the war in the first year is obtained by adding the coefficient on the dummy variable and trend, or about -0.01, a negligible effect.
H o w e v e r , t h e estimates indicate that recruiting fell by 25 percent each year thereafter. The impact of the Iraq war using the estimates for the sho r t p e r iod is obtained by adding together the effects of the OIF and Bush percentage trends. Assuming that the average vote for Bush was (roughly) 50 percent, each year of the Iraq war was associated with a 33.7 percent decline in h i g h -q u a l i t y enlistments.
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The trend is less negative in states that had higher votes for Bush, and more negative in states with higher votes for John Kerry, his Democratic Party opponent. Finally, we consider the impact of casualties. The shortperiod estimate of the effect of fatalities is small because there was limited variation in this variable over the estimation period. However, the estimated effect of fatalities over the longer period indicates that each additional 100 casualties per quarter (400 per year) reduce high-quality enlistment supply by 6.2 percent.
Retention in the 1995-2005 period
Retention is continually managed in different career zones to maintain a force that is balanced by rank and experience level. Management tools include manipulation of elements of compensation such as basic pay and reenlistment bonuses and personnel policies such as mandatory separation (up-or-out) points that vary by rank and experience. Over the last decade, the services have generally very successfully managed retention to achieve desired force outcomes. 24 One period of concern, though, was the late 1990s, when the hot civilian labor market began to impinge on retention, particularly in high-tech occupations. Following recommendations of the 9th Quadrennial Review of Military Compensation, Congress implemented a series of increases in basic pay that began in July of 2000. The combined effects of these increases were shown in Table 2 , which revealed that real basic pay and RMC have risen around 10 and 14 percent, respectively, since 2000. The basic pay increases that were implemented in the years 2000-2003 gave personnel in the mid and senior ranks larger percentage increases than personnel in the junior ranks. These pay increases were purposely designed to maintain retention in the mid and upper ranks and increase motivation and performance in the lower ranks.
These basic pay increases were implemented in a time of peace before the U.S. became involved in operations in Afghanistan and Iraq. Most of the special and incentive (S&I) pay increases have occurred since the inception of the conflict in Iraq and have played an important role in retaining personnel beyond the initial enlistment. In fact, voluntary retention has increased since 2000. In 2000, for example, 21,400 Army personnel reenlisted after completing their initial enlistment. In 2005 and 2006, the Army more than met its goals for initial reenlistments, re-signing 27,800 and 28,000, respectively. It also met or exceeded its goals for reenlistments of personnel beyond the initial reenlistment point. In the Army's case, reenlistments were bolstered by a bonus of $15,000 for reenlistments of personnel stationed in Iraq and Afghanistan. 25 Marine Corps reenlistments have exceeded goals in every year since 2000. 26 Attrition from Selected Reserve units has fallen since 2000. It might be surprising to some that retention has remained strong in the face of the stress and the risks of injury or death placed on personnel deployed to the combat zones, the stress to their families, and the extra workloads placed on personnel not deployed. That retention has not declined in the face of this wartime situation is testimony to the dedication of the men and women in the U.S. armed forces -both active and reservist -and to the effectiveness of the improvements in compensation that have compensated for the extra demands on personnel. 27 Concern of course remains that the retention levels that have prevailed in the Army, Marine Corps, and Selected Reserve units since 9/11 cannot be sustained over the longer term if the deployment rates shown in Table 1 do not soon decline.
High deployment rates can of course be alleviated by increases in end strength. Congress has authorized the Army to grow to 520,000 personnel by 2010, and many believe that the Marine Corps needs to grow beyond its currently authorized strength of 180,000. An expansion in force size raises the issue of cost. Despite large pay increases since 2000 and increases in cost due to the mobilization of large numbers 28 Even with the rise from 2000 to 2005, manpower costs are a smaller percentage of GDP than they were in any year during the Cold War era. A return to the active duty force level that prevailed in the Cold War era of 2.1 million -well beyond levels currently contemplated by policymakers -would raise personnel costs as a percent of GDP to at most 2 percent, the personnel cost share of GDP in 1975. 29 While the rising cost of military manpower is a matter of concern, the notion that personnel costs are inordinate, either in terms of the ability to pay for them or in terms of what was paid in the past, is not supported by the facts.
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Options for expanding the force
A number of observers believe that the size of the U.S. armed forces is too small to meet current commitments or future contingencies. This concern is focused on the Army and, to a lesser extent, the Marine Corps. The prospect of attracting additional Army and Marine Corps volunteers has led some to balk at the cost and to propose conscription as a way of filling military manpower requirements.
It is easy to exaggerate the cost-savings of conscription. No proposal for a draft envisions an enlistment commitment of more than two years. Thus, any cost savings are limited to the first two years of service. More importantly, draftees are far less likely to reenlist than are volunteers. Consider an expansion in the size of the Army enlisted force from its current level of 405,000 to 505,000. How many more recruits would be needed? How would the experience distribution of the force be affected? How much would this expansion cost? To begin to answer these questions, we constructed four steady-state force scenarios based on average FY2000-2005 Army enlisted continuation rates and computed, to a first order of magnitude, their costs. Table 4 shows the resulting computations. Based on the current force level of 405,000, which costs $10.5 billion in basic pay per year, the Army must enlist 81,400 recruits annually. This force costs $21.5 billion including costs for recruiting and training. Assuming no changes in continuation behavior, expanding the Army force by 100,000 would require enlisting an additional 19,100 volunteers per year, at an additional basic pay cost of $2.6 billion and a total direct cost of $28.1 billion. To attract these additional personnel without reducing the Army's quality mix, we increase the recruiter force by 50 percent and double the special and incentive pays budget (which includes enlistment and reenlistment bonuses).
We consider two draft scenarios. Both scenarios assume that draftees serve for two years and then depart military service, while volunteers display the same continuation behavior as currently. In the first scenario, the Army continues to enlist 81,400 volunteers, and drafts a number sufficient to achieve its desired end strength of 505,000, which we calculate to be 61,500. Notice that the Army must access and train
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about 147,000 individuals per year under this scenario, more than 40 percent more than required with the expanded AVF force. Training costs rise by $0.9 billion relative to the expanded AVF scenario, assuming training costs of $20,000 per recruit. 31 Importantly, careerists as a fraction of the total force decline from 48 to 38 percent. The second scenario envisions reducing voluntary accessions to just 60,000 per year. Now the Army must draft 127,000 individuals per year! We allow the Army to reduce its recruiter force and eliminate its enlistment bonus budget -hence the decline in recruiting and S&I costs. This mixed force has just 28 percent careerists.
These calculations suggest minor budgetary differences between the expanded voluntary force and the two mixed forces. Of course, economic theory suggests that forces should be compared on the basis of their real resource costs and not just their budgetary costs. The two conscripted forces have higher opportunity costs than the mixed forces.
32 As Poutvaara and Wagener elaborate elsewhere in this issue, conscription brings other costs, including those related to youths' attempts to evade conscription and the government's efforts to prevent it. Once all costs are considered, it is likely that, over the range of likely force sizes in the United States in the foreseeable future, the social costs of conscripted forces will exceed the social costs of a volunteer force. 33 Furthermore, for the cost comparisons to be complete, one needs to compare the costs of equally capable forces; it is likely that the mixed forces in our scenarios would be less effective than the expanded volunteer force owing to the significant drop in their average experience levels. Less experienced personnel are generally less productive, and the decline in productivity is more pronounced the more technologically advanced the force. Adjustment for productivity differences would further increase the relative costs of the conscripted forces.
Some critics of the AVF argue for a draft on the ground that high ability, collegebound youth have largely avoided military service in the AVF era and that a draft is needed to infuse the enlisted ranks with more able personnel. Such a claim is dubious. About one-quarter of the 18-24 year-old youth population is enrolled in college. A random draft from this age group has a one-in-four chance of bringing in college students, and a very small chance of grabbing Ivy League students. However, women, who currently form 14 percent of the enlisted force, are not currently required to register with Selective Service, and so presumably would not be subject to a draft. If women were excluded from the draft, the burden of conscription would fall on the male youth population only. Nevertheless, a random draft from the full 18-24 year-old male population would subject males to less than a 1 percent chance of conscription. It is hard to imagine that politicians could justify assigning the conscription tax to such a small fraction of the youth population. A draft that attempts to maintain the current quality levels would fall very unevenly across the youth population.
In addition to how it affects the experience distribution of the force, conscription can affect the quality of new recruits, but not by attracting more high-quality, collegebound youth. We have already pointed out that a large fraction of U.S. youth does not meet current military eligibility standards. (In fact, only 26 percent does.) Of those that do not meet entry standards, 53 percent are disqualified for medical and physical reasons, 23 percent because of drugs or alcohol abuse, 12 percent for moral reasons, and the remainder for yet other reasons. Disqualifying such youth a priori would encourage malfeasance as youth attempt to avoid conscription. Some argue that drafting youth who are currently unqualified would be in those youths' interests, but it is not clear whether the military is the appropriate institution for rehabilitating such youth. How such youth would be handled under a draft is an open question, but conscripting these youth would have adverse consequences for military effectiveness.
Conclusions
U.S. military recruiting is sensitive to a number of factors, including the state of the economy, the magnitude of the recruiting effort, and, most recently, the ongoing conflicts in Afghanistan and Iraq. There is little question that the war has detracted from high-quality enlistments in the Army, although the strong civilian economy has also played a role. The Army has responded to these difficulties by boosting enlistment incentives, primarily bonuses, and by enlisting more individuals from lowquality groups. Although there has been a decline in the fraction of enlistments that are high-quality, the current level is not out of line with the high-quality intake in the mid-1980s.
Thus far, the U.S. military has successfully maintained active and reserve retention by a variety of inducements, including more generous reenlistment bonuses, higher pay for hazardous duty, and increased family separation allowances. However, concern remains about the future of retention if current deployment lengths are maintained.
There is little doubt that it is more costly to staff the AVF in a time of war than a time of peace -U.S. military manpower costs have risen by about $32 billion (2005 dollars) between FY2000 and 2005, or from 0.75 percent to 0.97 percent of GDP. While the cost of military manpower is a matter of concern, the notion that personnel costs are inordinate, either in terms of the ability to pay for them or in terms of what was paid in the past, is not supported by the facts.
Conscription is not a panacea. A 25 percent increase in the size of the Army enlisted force would have little effect on manpower outlays and would detract from force effectiveness, especially if a draft compels the entry of youth who do not currently meet U.S. military entrance standards.
Notes
Curtis J. Simon 22. Our explanatory variables control only imperfectly for the various factors that affect recruiting across states. If one assumes that the variation across states in these unmeasured factors take the form of time-invariant, state-level effects, then we can eliminate these factors by differencing the data, that is, by specifying both the dependent and explanatory variables in the form of changes rather than levels. Because there is a strong seasonal component to recruiting, we have taken fourth differences, thus differencing out any fixed, quarter-specific effects as well. Since our variables are measured in logarithms, the variables are essentially the percentage changes from their values in the same quarter in the preceding year. In the absence of time trends in the dependent variable, the intercept will drop out of a differenced model. The inclusion of an intercept allows for the existence of such a trend. Similarly, the Iraq war indicator variable, which takes on a value of one during the Iraq war and zero otherwise, measures the differential trend effect of the Iraq war. If the Iraq war had only an effect on the level of recruiting, differencing the model would require including a variable that takes on the value of one only for the period immediately following the onset of the war, for four quarterly periods, and zero both before the onset of the war and after the first year of the war. 29. If the increase were linear, costs would rise to 1.35 percent of GDP. Two percent is surely an upper bound to allow for disproportionate pay hikes that might be required to sustain a 50 percent expansion in force size. Moreover, there is no need to expand Navy or Air Force personnel to Cold War levels. A more likely scenario is a moderate increase in Army, Marine Corps, and perhaps reserve personnel.
30. Contractor costs are part of the procurement budget and not part of the manpower budget as normally defined. DoD can substitute private contractor services for military personnel, which it did a lot of in Bosnia where food and housing services were contracted out rather than provided by military cooks or construction workers. It can also substitute government civilian employees for uniformed military personnel. Again, the cost of civilian employees shows up in other parts of the DoD budget. 33. When the demand for military manpower exceeds a certain threshold, it is possible for the social cost of a volunteer force to exceed the cost of a conscripted force. See Warner and Negrusa (2005) for details. Our calculations indicate that the threshold is likely to occur at a much larger force level than the ones contemplated above.
